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Service Transactions in ttie U.S. International 
Accounts, 1970-80 

X H I S article analyzes developments 
in service transactions in the U.S. in­
ternational accounts in 1970-80—a dec­
ade of unprecedented expansion in these 
transactions. Service exports increased 
at an average annual rate of 19 percent, 
to $121 billion in 1980; service imports 
increased at a rate of 16 percent, to $85 
billion (table 1). By 1980, the surplus 
on these transactions reached $36 bil­
lion, more than offsetting a deficit of $25 
billion on merchandise trade transac­
tions (chart 2). 

Eeceipts (exports) of income on U.S. 
investment abroad and payments (im­
ports) of income on foreign investment 
in the United States increased at a 
substantially faster rate than receipts 
and payments for other services (table 
2) . Eeceipts and payments of income on 
U.S. bank-reported transactions in­
creased most strongly in 1973-74 and 
1978-80, as a result of significant in­
creases in both U.S. interest rates and 
the volume of bank transactions. Ee­
ceipts and payments of income on direct 
investment increased at a slower rate 
than income on bank-reported invest­
ments; particularly sharp increases in 
U.S. direct investment income receipts 
were associated with the jump in petro­
leum prices in 1973-74 and 1979-80. 

Eeceipts and payments for other serv­
ices, such as travel, passenger fares, 
transportation, royalties and fees, and 
military services, showed smaller 
changes over the period. Eeceipts gen­
erally increased faster than pa3nnents, 
and the balance on these transactions 
shifted from a deficit to a surplus over 
the decade. 

Service transactions in the U.S. in­
ternational accoxmts.—Service transac­

tions in the U.S. international accounts 
include all current-account transactions 
except merchandise trade and unilat­
eral transfers. Transactions record the 
value of services exchanged between 
U.S. and foreign residents. They are 
grouped into the following major cate­
gories, each of whicli is discussed in 
turn in this article: U.S. Government 
transactions, military and nonmilitary; 
travel; passenger fares; transporta-

CHART 2 

U.S. Balances on Merchandise Trade 
and Services 

Billions 
401 

30 

20 

10 

-10 

-20 

-30 

-40 

Services 

J I I i L J I I L 
1970 72 74 76 78 80 

U.S. Department of Commerce, Bureau of Economic Analysis si 112 

tion; royalties and fees; privato miscel­
laneous services, such as reinsurance, 
technical services, and communications; 
and income on investment—direct, 
other private, and U.S. Government. 

Data coverage and limitations.—In 
the U.S. international accounts, esti­
mates of the value of service transac­
tions between the I Inited States and the 
rest of the world are based mostly on 
data from other U.S. Government 
agencies and pi'ivate sources. BEA ad­
justs the data to conform to definitions 
and concepts of the international ac­
counts and also of the national income 
and protluct accounts, of which service 
transactions arc a component. Also, 
BEA collects primaiy source data when 
appropriate data are not available from 
other sources. 

Some "service" transactions include 
goods (merchandise) as well, because 
it is not always logical or feasible to 
sei)arate these comingled transactions, 
and transsictors often do not keep ac­
counting records on the valuation of 
separate parts. The coverage of service 
transactions in the international ac­
counts is limited in some cases because 
existing records do not provide suffi­
cient information to prepare i-easonable 
estimates or transactions are not cov­
ered by the reporting system. 

U.S. Government Transactions 

International transactions of the 
U.S. Government reflect the Govern­
ment's activities in implementing cer­
tain foreign policies and in performing 
traditional governmental functions, 
such as providing national defense and 
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maintaining diplomatic relations. In 
the U.S. international accounts. Gov­
ernment transactions, except invest­
ment income transactions, are classified 
either as transactions by defense agen­
cies— t̂he Department of Defense 
(DOD) and the U.S. Coast Guard— 
or as ti-ansactions by all other agencies. 
Government investment income is dis­
cussed in the section on investment 
income. 

Transactions of defense agencies 

Exports.—^Exports of defense agen­
cies consist almost entirely of transfers 
under U.S. military agency sales con­
tracts. These transfers are deliveries of 
goods and services provided to foreign 
governments by U.S. defense agencies, 
for cash and credit, under the foreign 
military sales (FMS) program. The 
FMS program, established in 1950, was 
designed to assist U.S. allies—mainly 
NATO countries—in purchasing and 
standardizing military equipment with­
in NATO. However, participation in 
the program has not been limited to 
NATO countries.^ 

Exports of defense agencies were $8.2 
billion in 1980, compared with $1.5 bil­
lion in 1970; the average annual rate of 
increase was 22 percent. There was a 

1. For details, see Walter G. Kealy, Jr. and Rod­
ney D. Tliorn, "Jlilltary Trnnsaetions in the U.S. 
International Accounts, 1972-77" SURVEY OF CUR-
BENT BUSINESS (May 1978) : 22-27. 

surge in deliveries in 1973-78, which 
was related to the 1973 Arab-Israeli 
War and subsequent developments in 
the Middle East. Partly as a result, the 
share of deliveries to NATO countries 
declined sharply; however, in 1980, it 
increased substantially because of ini­
tial deliveries of the F-16 aircraft. Al­
though weaponry—aircraft, missiles, 
arms, and tanks and other military ve­
hicles—constituted the majority of de­
liveries during the decade, deliveries for 
construction projects and technical as­
sistance increased strongly in the last 
half (table 3). The latter deliveries 
were mainly to many of the same Mid­
dle East countries that began receiving 
stepped-up ai-ms shipments in 1973. 

The large increase in deliveries in 
1973 was almost entirely due to the re­
placement of Israeli militaiy equip­
ment that had been lost in the 1973 
Arab-Israeli War. Large deliveries in 
subsequent years were dii'ected toward 
maintaining and improving the quality 
of military equipment. Deliveries to 
Iran, until the change of Government 
there in February 1979, to Saudi Ara­
bia, and, to a lesser extent, to Jordan 
and Kuwait also showed increases in 
1974 and later years. Deliveries to these 
countries included large amounts of 
sophisticated weaponry and related ma­
terials; these deliveries reflected both 
the U.S. decision to permit wider sales 
of such items and the large rise in reve­
nues of petroleum-producing countries. 
Deliveries to Middle East countries also 

included large amounts of construction 
projects and other technical assistance 
projects related to economic as well as 
military development. The projects in­
cluded construction of airfields, deep-
water port facilities, roads, housing, 
hospitals, and schools. These deliv­
eries—mostly to Saudi Arabia—were 
the primary reason for the large in­
crease in construction and related serv­
ices since 1976. Deliveries to the Middle 
East dropped sharply in 1979 because 
of the halt in those to Iran after the 
first quarter. 

Compared with the striking increase 
in deliveries to the Middle East, de­
liveries to NATO countries, mainly 
weaponry, increased slowly over the 
decade. After increasing to only $1.4 
billion in 1979, deliveries almost dou­
bled in 1980, reaching $2.5 billion. The 
sharp increase reflected the initial de­
liveries of high-value, high-technology 
F-16 aircraft. Excluding the F-16, 
other deliveries increased at about 9 
percent each year over the decade, only 
slightly more than the 6-percent annual 
increase in the prices of military equip­
ment, as estimated by BEA. 

Deliveries to Korea, Taiwan, the 
Philippines, and other Southeast Asian 
countries increased from $0.1 billion in 
1970 to almost $1.0 billion in 1980. This 
increase partly reflected the rising eco­
nomic prosperity of those countries. 
Until the mid-1970's, these deliveries 
were financed primarily by U.S. mili­
tary aid and were included in transfers 

Table 1.—SummaTy of Current-Account Transactions in the U.S. International Accounts 

rMillions of dollars] 

1670 1971 1072 1973 1974 1075 1076 1077 1078 1979 1080 

Exports ot goods and services 

Mereliandlso -
Services 

Investment income 
otlier services and related goods 

Imports of goods and services 

Merchandise 
Services 

Investment income 
otlier services and related goods 

Balance on goods and services (exports less imports) 

Merciiandise 
Services 

Investment income 
otlier services and related goods 

Unilateral transfers, net 

Balance on current account (exports less imports and unilateral 
transfers) 

65,674 

42,469 
23,205 
11,747 
11,458 

60,050 

20,186 
5,516 

14,670 

5,625 

2,603 
3,019 
6,231 

-3,212 

-3,204 

2,331 

68,838 

43,319 
25,519 
12,707 
12,812 

66,569 

45,579 
20,091 
5,436 
15,555 

2,269 

-2,260 
4,527 
7,271 

-2,743 

-3,701 

-1,433 

77,495 

49,381 
28,114 
14,764 
13, .150 

79,435 

55,707 
23,639 
6,672 
17,067 

-1,941 

-6,410 
4,475 
8,192 

-3,717 

-3,854 

-5,795 

110,241 

71,410 
38,830 
21,808 
17,022 

09,219 

70,490 
28,721 
9,655 

19,066 

11,021 

911 
10,109 
12,153 
-2,044 

-3,881 

7,140 

146,666 

08,306 
48, .160 
27,587 
20,773 

137,357 

103,649 
3.3,708 
12,084 
21,624 

0,309 

-5,343 
14,652 
15,503 
-851 

-7,186 

2,124 

155,729 

107,088 
48, (M2 
25,351 
23,291 

132,836 

98,041 
34,795 
12,564 
22,231 

22,893 

9,047 
13,»47 
12,787 
1,060 

-4,613 

18,280 

171,630 

114,745 
50,884 
29,286 
27,598 

162,248 

124,051 
38,197 
13,311 
24,880 

0,382 

-0,300 
18,687 
15,975 
2,712 

-4,998 

4,384 

184,295 

120,810 
63,479 
32,179 
31,300 

193,788 

151,689 
42,100 
14,217 
27,883 

-0,493 

-30,873 
21,379 
17,962 
3,417 

-4,017 

-14,110 

221,021 

142,0.54 
78,069 
43,265 
35,704 

230,030 

175,813 
.54,217 
21,865 
32,352 

-9,008 

-33,759 
24,752 
21,400 
3,352 

-5,067 

-14,075 

288,925 

184,473 
104,4.53 
06,699 
37,754 

281,017 

211,819 
70,090 
33,216 
36,863 

7,008 

-27,340 
34,354 
33,463 

891 

-5,593 

1,414 

344,667 

223,966 
120.703 
75,036 
44,767 

333,888 

249,308 
84,580 
43,174 
41,400 

10,779 

-25,342 
36,123 
32,762 
3,361 

-7,056 

3,723 
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Table 2.—^Major Types of U.S. Service Transactions 

31 

Exports 

Total 

Total 

Imports 

Travel 

Total 

Total 

1970 1971 1972 1973 1074 1975 1976 1077 1978 1979 1980 
Average 
Annual 
Change 
1970-80 

MilUons of dollars 

1,833 
2,331 

544 
3,125 
2,331 
1,294 

11,747 
8,169 
2,671 

907 

23,205 

2,273 
2,534 

616 
3,299 
2,545 
1,546 

12,707 
9,160 
2,641 

906 

25,619 

1,721 
2,817 

699 
3,570 
2,770 
1,764 

14,764 
10,949 
2,949 

866 

28,114 

2,960 
3,412 

976 
4,465 
3,225 
1,985 

21,808 
16,642 
4,330 

936 

38,830 

3,798 
4,032 
1,104 
6,697 
3,S21 
2,321 

27,587 
19,157 
7,356 
1,074 

48,360 

4,495 
4,697 
1,039 
6,840 
4,300 
2,920 

26,351 
16,695 
7,644 
1,112 

48,642 

5,943 
5,742 
1,229 
6,747 
4,363 
3,684 

29,286 
18,999 
8,955 
1,332 

56,884 

7,908 
6,150 
1,366 
7,264 
4,806 
3,806 

32,170 
19,673 
10,881 
1,625 

63,479 

8,710 
7,186 
1,603 
8,316 
5,760 
4,130 

43,266 
25,458 
15,964 
1,843 

78,969 

7,129 
8,336 
2,166 
9,890 
6,048 
4,187 

66,699 
38,330 
26,075 
2,294 

104,453 

8,693 
10,090 
2,582 

11,430 
6,865 
6,207 

76,936 
36,842 
36,522 
2,672 

120,703 

676 
776 
204 
831 
453 
391 

6,419 
2,867 
3,386 

167 

9,760 

Percent change 

24 
9 

13 
6 
9 

19 
8 

12 
- 1 

10 

-24 
11 
14 
8 
0 

13 
10 
20 
12 

- 4 

10 

72 
21 
39 
26 
16 
13 
48 
51 
47 
8 

38 

28 
18 
13 
28 
18 
17 
28 
16 
70 
15 

25 

18 
16 

- 6 
3 

13 
26 

- 8 
-13 

4 
4 

1 

32 
22 
18 
16 
1 

23 
10 
14 
17 
20 

17 

33 
7 

11 
8 

10 
6 

10 
4 

22 
22 

12 

10 
17 
17 
14 
20 
0 

34 
29 
47 
13 

24 

- 1 8 
10 
34 
19 
5 
1 

54 
61 
63 
24 

32 

21 
21 
20 
15 
14 
24 
14 

- 4 
40 
12 

16 

20 
16 
17 
17 
12 
16 
22 
18 
32 
11 

19 

MiUions of dollars 

5,680 
3,080 
1,216 
2,843 

225 
827 

5,516 
875 

3,617 
1,024 

20,186 

6,665 
4,373 
1,290 
3,130 

241 
95fi 

5,436 
1,164 
2,428 
1,844 

20,991 

5,572 
6,042 
1,596 
3,520 

294 
1,043 
6,572 
1,284 
2.604 
2,684 

23,639 

5,401 
5,526 
1,700 
4,694 

385 
1,180 
9,655 
1,610 
4,209 
3,836 

28,721 

5,999 
6,980 
2,095 
5,942 

346 
1,262 

12,084 
1,331 
6,491 
4,262 

33,708 

6,839 
6,417 
2,263 
5,688 

473 
1,561 

12,664 
2,234 
5,788 
4,542 

34,795 

6,122 
0,856 
2,568 
6,862 

482 
2,000 

13,311 
3,110 
6,681 
4,520 

38,197 

7,181 
7,451 
2,748 
7,874 

439 
2,190 

14,217 
2,834 
6,841 
6,542 

42,109 

8,897 
8,475 
2,896 
8,911 

607 
2,666 

21.865 
4,211 
8,980 
8,674 

54,217 

10,274 
0,413 
3,184 

10,415 
767 

2,820 
33,236 
6,357 

15,803 
11,076 

79,099 

12,515 
10,397 
3,607 

10,896 
769 

3,222 
43,174 
9,336 

21,326 
12,512 

84,680 

694 
642 
239 
805 
64 

240 
3,766 

846 
1,771 
1,140 

6,439 

Percent change 

10 
6 

10 
7 

16 
- 2 
33 

-33 
88 

4 

15 
24 
12 
22 
9 

21 
10 
7 

46 

13 

- 2 
10 
12 
33 
31 
13 
47 
26 
62 
43 

22 

9 
8 

17 
27 

-10 
7 

26 
-17 

54 
11 

17 

- 3 
7 
8 

- 4 
37 
23 
4 

68 
-11 

7 

3 

5 
7 

13 
20 
2 

29 
6 

39 
- 2 
- 1 

10 

17 
9 
7 

15 
- 9 

9 
7 

- 9 
3 

23 

19 

24 
14 
5 

13 
38 
17 
54 
49 
54 
57 

29 

15 
11 
10 
17 
26 
10 
62 
51 
76 
28 

29 

22 
10 
13 
5 
2 

14 
30 
47 
35 
13 

21 

0 
10 
12 
15 
15 
15 
24 
30 
25 
32 

16 

Table 3.—U.S. Government International Transactions, by Type ' 

[Millions of dollars] 

Defense agencies—transfers under military sales contracts 
Aircraft, missiles, vehicles, otlier armaments, and related services.. 

other 

Construction 

other Government agencies 

1970 

1,833 

1,501 
n.a. 
n.a. 
n.a. 
n.a. 

332 

6,680 

4,856 
1,831 
1,777 

087 
470 
517 
260 

725 

1971 

2,273 

1,026 
n.a. 
n.a, 
n.a. 
n.a. 

347 

6,665 

4,819 
1,907 
1,781 

892 
406 
480 
239 

746 

1972 

1,721 

1,364 
881 
483 
73 

410 

357 

6,672 

4,784 
1,730 
1,856 
1,013 

482 
531 
176 

788 

1973 

2,960 

2,569 
1,972 

587 
136 
451 

401 

5,491 

4,629 
1,605 
1,970 

937 
399 
633 
117 

862 

1974 

3,798 

3,379 
2,665 

714 
143 
671 

410 

6,999 

5,032 
1,618 
2,064 
1,336 

801 
535 
114 

067 

1975 

4,496 

4,049 
3,063 

986 
186 
801 

446 

6,839 

4,795 
1,374 
2,119 
1,200 

070 
530 
102 

1,044 

1976 

6,943 

6,464 
3,874 
1,580 

462 
1,118 

489 

6,122 

4,895 
1,238 
2,033 
1,210 

608 
042 
414 

1,227 

1077 

7,908 

7,361 
6,004 
2,347 

695 
1,652 

657 

7,181 

6,823 
1,432 
2,321 
1,259 

617 
642 
811 

1,358 

1078 

8,719 

8,090 
4,001 
3,189 
1,397 
1,792 

620 

8,897 

7,352 
1,550 
3,128 
1,650 

682 
868 

1,118 

1,545 

1970 

7,129 

6,600 
3,316 
3,294 
1,656 
1,730 

520 

10,274 

8,556 
1,591 
3,287 
2,201 
1,158 
1,133 
1,387 

1,718 

1980 

8,693 

8,231 
4,698 
3,533 
1,405 
2,128 

362 

12,615 

10,746 
1,800 
3,474 
3,801 
2,301 
1,590 
1,681 

1,769 

n.a. Not available. 
1. Does not include Government income receipts and payments, which are included with other types of investment income. 
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under U.S. military grant programs. 
Since the mid-1970's, a larger share has 
been financed through commercial 
channels. 

Imports.—Imports of the defense 
agencies, referred to as direct defense 
expenditures in the international ac­
counts, consist of expenditures for 
goods and services purchased abroad by 
DOD and the U.S. Coast Guard. They 
include overseas expenditures of DOD 
personnel, goods purchased abroad by 
DOD. payments for the hire of foreign 
personnel, overseas expenditures by 
U.S. and foreign contractors hired by 
DOD, and U.S. payments to the com­
monly funded NATO infrastructure 
program. 

Direct defense expenditures rose to 
$in.7 billion in 1980 from $4.9 billion in 
1970; the average annual rate of in­
crease was 9 percent. Tn 1970-76, de­
clines in expenditures associated with 
the withdrawal from Vietnam virtually 
offset increases elsewhere. U.S. person­
nel expenditures and other expenditures 
in Vietnam, Thailand, Japan, and 
Korea related to the Vietnam War de­
clined as TT.S. troops were withdrawn 
from Vietnam. This decline was offset 
by increases in other expenditures, 
largely because of the depreciation of 
the dollar, particularly against the Ger­
man mark and the .Japanese yen in 
1971 and 1973. and to a lesser extent, in­
flation in countries where expenditures 
were the largest—Germany, the United 
Kingdom, Italy, and Japan. In 1977-
80, worldwide expenditures doubled due 
to stepped-up commitments to NATO, 
an increase in expenditures for reim­
bursable Middle East construction proj­
ects associated with FMS deliveries to 
that area, and a combination of dollar 
depreciation and foreign inflation. 

Expenditures for petroleum products 
were boosted by the steep petroleum 
price increases in 107.3-74 and 1979-80. 
Following the earlier increases there 
was some substitution of lower priced 
domestic source products. There was 
little or no substitution following the 
later increases because, with the begin­
ning of deregulation of U.S. crude 
prices in 1979, U.S. petroleum prices 
rapidly approached foreign prices 
(chart 3). 

Prices of Crude Petroleum 

Dollars per barrel (Ratio scale) 
401 
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30h 

20 Saudi Arabian Crude' 

U.S. Refiner Acquisition Cosfi J 

U.S. Average Wellhead Price* 
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1. Average cost of domestic and foreign crude petroleum. Series available 

Irom 1974 only. 
•Data: U.S. Department ol Energy 

••Data: United Nations Statistical Ottice 

U.S. DefMrtment ol Commerce. Bureau ol Economic Analysis ai ii-3 

Transactions of other Goverment 
agencies 

Exports.—Exports include receipts 
for services such as the launching of 
space satellites, enrichment of uranium 
for power plants, and postal services. 
Also included are toll receipts from the 
use of the U.S. portion of the St. Law­
rence Seaway and, until 1979, the use of 
tho Panama Canal. Finally, the value of 
administrative seiwices provided by 
agencies that administer nonmilitary 
foreign assistance programs is in­
cluded. 

After increasing steadily in 1970-78, 
exports declined in 1979-80 because 
Panama Canal toll fees were removed 
from the accounts after the Canal was 
turned over to the Republic of Panama 
in October 1979. Panama Canal toll re­
ceipts previously accounted for about 
one-third of total receipts. Administra­
tive services provided in connection 
with foreign assistance by the Agency 
for International Development and the 
I'cace Corps accounted for about one-
third of the remainder of receipts; re­

ceipts for these services changed little in 
the decade. 

Imports.—Imports include the cost of 
establishing and maintaining U.S. em­
bassies and consulates abroad, expendi­
tures of U.S. personnel employed 
abroad by nonmilitary agencies, mem­
bership fees paid to international or­
ganizations, payments for postal and 
other services, expenditures for main­
tenance of the Panama Canal (until the 
end of 1979), and contributions to 
worldwide peacekeeping operations. 

Imports increased to $1.8 billion in 
1980, from $0.7 billion in 1970; the in­
crease mainly reflected the higher cost 
of maintaining U.S. embassies abroad. 
About one-half of the increase in total 
outlays reflected higher salaries paid to 
U.S. personnel, higher costs due to in­
flation abroad, and appreciation of for­
eign currencies. Payments to interna­
tional organizations, such as the United 
Nations and affiliated organizations, the 
Organization for Economic Coopera­
tion and Development, and the Organi­
zation of American States, accounted 
for most of the remainder, and largely 
reflected increases in membership as­
sessments. In 1978-80, contributions to 
worldwide peacekeeping operations 
were also significant. 

Travel, Passenger Fares, and 
Transportat ion 

Travel 

Travel includes transactions in a va­
riety of services and related goods by 
individuals residing for less than one 
year in a foreign country for business, 
education, vacation, or other personal 
reasons. Transactions of U.S. Govern­
ment personnel stationed ovei-seas and 
foreign government personnel stationed 
in the United States are excluded, but 
transactions of government and interna­
tional organization personnel on official 
travel are included. The types of serv­
ices and goods most likely to be pur­
chased by travelers are lodging, meals, 
entertainment, transportation within 
the country or area visited, gifts, sou­
venirs, and articles for personal use, ex­
cept automobiles. 



November 1981 SURVEY OF CURRENT BUSINESS 33 

U. S. receipts from foreign visitors to 
the United States (exports) increased 
more rapidly than payments by U.S. 
travelers abroad (imports). U.S. re­
ceipts increased at an average annual 
rate of 16 percent, compared with 10 
percent for payments. U.S. travel re­
ceipts were $10.1 billion in 1980, com­
pared with $2.3 billion in 1970. In 1980, 
receipts were about evenly divided be­
tween receipts from overseas visitors 
and from Canadian and Mexican visi­
tors ; in 1970, receipts from overseas vis­
itors were 38 percent of the total. Pay­
ments were $10.4 billion in 1980, com­
pared with $4.0 billion in 1970. Over­
seas travel was about 58 percent of the 
total in 1980, only slightly more than in 
1970. 

Overseas.—Over the decade, a rise in 
the value of many foreign currencies, a 
slower average increase in inflation in 
the United States than overseas, and a 
rise in real incomes in many foreign 
countries encouraged foreign travelers 
to visit the United States and boosted 
U.S. receipts. U.S. payments for travel 
overseas increased also, but at a slower 
pace, because higher inflation rates 
overseas than in the United States and 
higher foreign currency costs deterred 
U.S. residents from traveling abroad, 
particularly to Western Europe. 

Receipts from overseas visitors were 
$5.1 billion in 1980, compared with $0.9 
billion in 1970; the average annual rate 
of increase was 19 percent (table 4) . 
Payments by U.S. travelers overseas 
were $6.0 billion, compared with $2.2 

I billion, and increased 11 percent an-
, nually. In 1970, the number of visitors 

from overseas was less than one-half 

Index of Foreign Currency Price of the U.S. Dollar 
(May 1970=100) 

CHART 4 

1970 72 74 76 

Note— Price is the trade-weiglited average against the currencies ol Belgium, Canada, France, Germany. Italy. 
Japan, the Netherlands, Sweden, Switzerland, and the United Kingdom. Data are quarterly averages. 

Data: Federal Reserve Board, rebased by BEA 

U.S. Departmenl of Commeice, Bureau of Economic Analysis 
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the number of U.S. travelers overseas— 
2.3 million and 5.3 million, respectively. 
By 1980, the number of visitors from 
overseas more than tripled to 7.7 mil­
lion, and was almost as large as the 
number of U.S. travelers ovei-seas—8.2 
million. Average expenditures of over­
seas visitors increased 5.5 percent an­
nually ; those of U.S. travelei-s o\erseas 
increased 6 percent annually. 

During the past decade, the disparity 
in growth rates between overseas travel 

Table 4.—U.S. International Travel Transactions 

[Millions of dollars] 

> 
1970. 
1971. 
1972. 

1975. 
1978. 
11977. 
t978. 
1.179. 
JtSO. 

Receipts 

Total 

2,331 
2,634 
2,817 
3,412 
4,032 

4,697 
5,742 
6,150 
7,186 
8,335 

10,090 

Overseas 

965 
1,169 
1,510 
1,665 

1,825 
2,395 
2,684 
3,479 
4,374 
5,108 

Canada 
and Mexico 

1,442 
1,569 
1,648 
1,902 
2,367 

2,872 
3,347 
3,466 
3,707 
3,961 
4,982 

Payments 

Total 

3,980 
4,373 
5,042 
5,526 
5,980 

6,417 
6,856 
7,451 
8,475 
9,413 

10, 397 

Overseas Canada 
and Mexico 

2,184 
2,335 
2,870 
3,104 
3,146 

3,474 
3,762 
4,100 
4,947 
5,364 
6,016 

1,796 
2,038 
2,172 
2,422 
2,834 

2,943 
3,094 
3,351 
3,528 
4,059 
4,381 

receipts and payments was largely at­
tributable to exchange rate develop­
ments. The general decline in the value 
of the dollar moderated the increases 
in U.S. prices from the viewpoint of 
foreign travelers whose currencies ap­
preciated against the dollar—particu­
larly Western Euroi>ean and Japanese 
travelers (chart 4) . From the U.S. 
traveler's viewpoint, that same decline 
also had the effect of accentuating for­
eign price increases. For foreign visi­
tors, the effective average annual 
increase in U.S. prices was about 5 per­
cent, compared with an average in­
crease of 8 percent in the U.S. Con­
sumer Price Index (CPI) and, more 
importantly, with about 9 percent in 
tho consumer price indexes of other 
developed countries. Thus, for many 
foreign travelers, the United States was 
a less expensive destination than other 
developed countries during most of 
1970-80. 

Rising real incomes and only moder­
ate increases in average passenger fares 
in most years also encouraged foreign 



34 SURVEY OF CURRENT BUSINESS November 1981 

travel to the United States. The largest 
increases in receix^is were in 1971-73 
and 1976-79, periods of strong eco­
nomic expansion overseas and moderate 
air fare increases. The lower rate of 
increase in 1974r-75 was related to reces­
sions in most developed countries and 
sharp fuel-related increases in average 
passenger fares. I n 1980, reduced ex­
pansion abroad slowed the increase in 
visitors and average air fares again 
increased sharply, 

(Average annual percent change] 

1671-73 
1974-75 
1976-79 
1980. 

U.S. overseas 
travel receipts 

20 
10 
24 
17 

U.S. overseas 
travel payments 

Over 50 percent of the increase in 
overseas receipts was accounted for by 
visitors from Western Europe and 
Japan. Five countries—the United 
Kingdom, Germany, France, the Neth­
erlands, and Japan—accounted for over 
40 percent. Receipts from these 5 coun­
tries increased at an average rate of 
23 percent, compared with 19 percent 
from all overseas areas. Receipts fro.m 
countries in Asia, excluding Japan , and 
Africa also increased rapidly—^22 per­
cent. Receipts from Lat in America in­
creased only 15 percent, reflecting 
smaller increases in receipts from the 
Caribbean area and Central America. 

U.S . payments for overseas travel 
were $6.0 billion in 1980, compared with 
$2.2 billion in 1970. Payments increased 
most rapidly in years when the U.S . 
economy was expanding and real in­
comes were rising—in 1971-73 and 
1976-79. Smaller increases occurred in 
1974-75 and 1980 when U.S. economic 
growth declined and average passenger 
fares increased sharply. 

Although payments to Western Eu­
rope Avere $3.0 billion in 1980 compared 
with $1.3 billion in 1970, their share of 
the overseas total declined from 60 per­
cent to 50 percent. Most of tho decline 
occurred in 1971-75. F o r the decade, 
U.S. residents Avere deten-ed by an effec­
tive average annual increase in foreign 
prices, to U.S. travelers, of 12 percent, 
compared with 8 percent in the U.S. 

1971-76 
1977-78 
1979 
1980 

Travel re­
ceipts from 

Canada 

15 
7 

- 7 
16 

Value of Cana­
dian dollar in 
terms of U.S. 

dollar 

1 
- 9 
- 3 

C P I and 9 percent in the consumer 11 percent. Receipts slowed sharply in 
price indexes of other developed coun- 1977-78 and declined in 1979 before ris-
tries. U .S . travelers reduced the length ing again in 1980. The pat tern of 
of visits from 27 days to 21 days and changes in receipts con*esponded rough-
visited fewer countries each t r ip as a ly with, and was par t ly explained by, 
part ia l offset to higher foreign prices changes in the exchange rate between 
and higher foreign currency costs.^ the U.S . and Canadian dollars. Between 

As U.S. travelers reduced the number J u l y 1970 and December 1976, the value 
of countries visited each t r ip , the num- of the Canadian dollar fluctuated in a 
ber of travelers to many countries of relatively narrow range from U.S. $0.97 
Western Europe declined in 1978-80. to U.S . $1.03. I n January 1977, the value 
Only the United Kingdom had a sig- of the Canadian dollar began to decline, 
nificant increase in U.S. visitors because reaching a low of U.S. $0.84 in Decem-
the fare to London was the lowest priced ber 1979 and remained at tha t level in 
transatlantic fare and many of the "no- 1980. 
frills" fares introduced in 1978 had 
T , , 1 • 1 J . J. • (Average annual percent change] 

London as their destination. 
Travel payments to countries in the 

Caribbean area and Lat in America 
were $1.5 billion in 1980, compared with 
$0.5 billion in 1970. After Western Eu ­
rope, the resort areas of the Caribbean 
and Central America were most fre­
quently visited by U.S . travelers. 
Among other areas, payments to Aus­
tralia, New Zealand, and Israel and a Since 1977, the number of Canadian 
few other Middle Eas t countries in- visitors on tr ips of less than 1 day, 
creased significantly, although they re- which accounted for over 65 percent of 
mained a small pa r t of total overseas Canadian travel in the United States 
payments. Payments to J a p a n and and included tr ips in the border area, 
Hong Kong doubled, but they amounted declined an average of 4 percent an-
to only $0,3 billion in 1980, nually as the value of the Canadian dol-

Oanada and Mexico.—Because of the lar fell and relatively high gasoline" 
proximity of Canada and Mexico, travel prices deterred Canadian travel in the 
receipts and payments between these United States. The number of visitors 
countries and the United States differed on trips of longer duration declined •' 
somewhat from overseas travel. Less on^J slightly in 1978-79 and returned 
costly airfares and the ease of travel by ô the 1977 peak level by 1980, These 
auto resulted in substantially lower visitors were less mfluenced by ex--
transportation costs. Transactions in the cliangerate developments than same-
border areas-an important part of clay visitors, and included an increasing 
, , 1 TT o i. T J. i.- --iT. number of Canadians traveling m the total U.S, travel transactions with . , j.i . ^• ,. s. -, , n , , . „, 1 1 winter months to warmer climates or 
Canada and Mexico—often responded ,, TT -i. i cu. i. 

. , , ,̂ ,, , / , the United States, 
more rapidly than other travel trans- ^_g_ payments to Canada were $1.8' 
actions to changes in relative inflation ^^.^jj^^ j ^ ^^^^^ compared with $1.0 bil-
rates and foreign currency costs, ^^^^ ̂ ^ ^970; they increased at an aver-

Receipts from Canadian visitors were ^̂ ĝ  ^^^^^^ ^,^^^ ^f 6 percent. Payments' 
$2.4 bilhon m 1980, almost triple the increased in most years, but there was a 
amount in 1970. Most of the increase oc- continuous drop in the number of trav-
curred m 1970-76, The average ajtnual ^j^^.^ -̂̂ ^̂ ^ ^973^ ^^ long-distance auto-'' 
rate of increase, which rose from 3 per- ^^^^^^ travel-trips of more than 100 
cent m 1971 to 27 percent in 1976, was ,„iies_by u,S, residents declined. Thp, 

largest increases in payments occurred 
2. For detnUs, see Joan Bolyard, "international . ..-^.o nt -i inrrn nn -u i. t A _«.„ • 

Travel and Passenger Fares, 1070-70," SURVEY m 1 9 7 3 - 7 4 a n d 1 9 7 9 - 8 0 — a b o u t 14 p e r -
(Muy 1080) : 28-34, nnd "International Travel and ggj^J J^ e a c h P O r i o d ; t h e y Were l a r g e l y . 
Passenger Fares, 1080," SUKVEY (May 1981) : 20- , , . x j . ! , 

34. related to border transactions, i n tne 
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declining rate, as the Mexican inflation 
rate deterred U.S. travel there. After 
devaJuation of the peso, growth in­
creased at a rapid rate. 

As in the Canadian border area, U.S. 
residents in the Mexican border area 
increased their purchases of gasoline 
at neai'by Mexican locations during 
periods of shortages and relatively 
higher gasoline prices in the United 
States, Large increases in payments in 
the border area in 1973-75 and 1979-80 
partly reflected these developments. 

Payments for travel to the interior 
of IMexico accounted for 35-45 percent 
of total payments over the decade. 
Travel to these areas was stimulated in 
19.76-79 by Mexican Government pro­
motion of international travel to Mex­
ico, establishment of new air routes 
between Mexico and the United States, 
and opening of new resort areas on 
]\Iexico's Yucatan peninsula, A slight 
decline in payments in 1980 probably 
reflected the slowdown in the U.S. 
economy and an acceleration of Mexi­
can inflation. 

Passenger fares 

Passenger fares consist of the earn­
ings of vessel and airline operators for 
the transportation of persons. Exports 
include receipts of U.S. operators for 
the transportation of foreign residents 
(a) between the United States and for­
eign countries and (b) between foreign 
countries. Imports include payments by 
U.S. residents to foreign operators for 
transportation to and from the United 
States.^ 

Passenger fare receipts of U.S. op­
erators, which were derived almost en­
tirely from airline operations, were $2.6 
billion in 1980, compared with $0.5 bil­
lion in 1970; the average annual rate of 

3. Receipts for the transportation of foreign 
residents within the United States, and pa.vments 
to foreign carriers tor transportation within for­
eign countries and regions are Included In the 
travel nccounta because they are defined as part 
of local services consumed by travelers. 

Kecelpta and payments for trnnsrortatlon to and 
from Canada nnd Mexico are included, by conven-

_^ T,r • • T """ ' ' " *'"> travel accounts, rather than tho pas-
n^ Payments to Mexico were $2.6 billion sengcr fare accounts, 
in 1980, compared with $0.8 billion in i*'-'™"f« "'<= i-temationai accounts '»™»"™ 
., ^ J.1 • transactions between U.S. and foreign residents, 
1 9 7 0 ; t h e y i n c r e a s e d a t a n a v e r a g e a n - receipts of U.S. operators for the transportation of 

- n u a l rate o f 13 p e r c e n t . P a y m e n t s a l s o "•«• ••<=f'l'=»tf. overseas which are transactions be-
. '^ ^ r, tween domestic residents, arc not part of the pas-

mcreased rapidly m 1971-75, but at a senger faro accounts. 
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earlier period, U.S. residents in the 
border area increased their purchases 
of gasoline in nearby Canadian loca­
tions because of supply shortages in the 
United States and long Avaiting lines at 
U,S. service stations. In the latter pe­
riod, significantly lower Canadian gaso­
line prices and the rising value of the 
U.S. dollar were strong incentives for 
U.S. border residents to shift their pur­
chases of gasoline and other commodi­
ties to nearby Canadian locations. 

Receipts from Mexico were $2.6 bil­
lion in 1980, compared with $0.6 billion 
in 1970; they increased at an average 
annual rate of 17 percent. Fluctuations 
in receipts during the decade were 
strongly influenced by exchange rate de­
velopments. Receipts for travel beyond 
the border area increased faster than 
receipts in the border area. In 1980, 
border area receipts were 65 percent of 
total receipts from Mexico; they were 
almost 90 percent in 1970. 

Receipts increased rapidly in 1971-
75, slowed considerably in 1976, and 
then declined in 1977 when the peso 
was devalued 40 percent against the 
U.S. dollar in 1976 and an additional 8 
percent in 1977. Growth resumed in 
1978-80 as the exchange rate stabilized 
and. as the Mexican inflation rate out­
paced the U.S. rate, causing Mexicans 
to shift some purchases of goods and 
.services to the U.S. border area, where 
the local U.S. and IMexican economies 
are closely integrated. Receipts from 
travel beyond the border area were also 
especially strong in 1978-80; they rose 
30 percent annually partly reflecting 
the booming Mexican economy. 

[Average annual percent change] 
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increase was 17 percent. Over 80 percent 
of receipts was derived from passenger 
traffic to and from the United States in 
1980, compared with 70 percent in 1970. 
The growth in receipts from air trans­
portation of foreign passengers between 
foreign countries, the other type of re­
ceipts, was limited because of many 
countries' restrictions on local opera­
tions of foreign airlines. 

The large average annual increases in 
the number of foreign visitors to the 
United States were the main impetus 
to the growth in receipts in most years. 
Arrivals of foreign visitors slowed only 
during the worldwide recession of 1974-
75 and the slackening in economic ac­
tivity in many foreign countries in 1980. 
Unusually large increases in average 
passenger fares in those years also con­
tributed to the slowdown. 

Passenger fare payments to foreign 
operators increased more slowly than 
receii^ts, mainly because of the slower 
rise in U.S. traA'elers abroad than in 
foreign visitors to the United States. 
Payments were $3.6 billion in 1980, 
compared with $1.2 billion in 1970, and 
increased at an average annual rate of 
12 percent. 

» 

1971-72 
197.1-75 
1076 
1977 

'•1978-80 

Travel transactions 
with Mexico 

U.S. 
receipts 

11 
23 
4 

- 4 
20 

U.S. 
payments 

21 
13 
5 

11 
13 

Value of 
Mexican 

terms of 
U.S. 

dollar 

-40 
—8 

(Average annual percent change, 1070-80] 

Eeceipts 

17 

8 

13 

Pajfments 

12 

7 

5 

Average passenger fares to and from 
the United States, for both U.S, and 
foreign travelers, were affected by steep 
fuel price increases; fuel price increases 
were largely responsible for fare in­
creases of 25 percent in 1974 and 15 per­
cent in 1980. Partly offsetting were sev­
eral developments that held fare in-
crea.ses to less than 4 percent annually 
in other years. In the early 1970's, the 
introduction of jumbo jets reduced air­
line average operating costs by greatly 
increasing the capacity of passenger 
flights. In 1975-76, U.S. regulations af­
fecting lower priced charter flights were 
liberalized. In 1978-80, following de­
regulation of scheduled-flight fares and 
increased competition between U.S. and 
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foreign airlines, discount and "no-frills" 
fares on transatlantic flights prolif­
erated. 

Although most passenger fare re­
ceipts and payments were for transat­
lantic travel, developments in travel 
patterns between the United States and 
other areas also had an impact on total 
receipts and payments. Receipts were 
boosted by an increasing number of visi­
tors from Japan. Although average 
fares for transportation from the Far 
East were considerably higher than 
transatlantic fares, Japanese visitors 
accounted for 15 percent of total over­
seas visitors in 1980, compared with 9 
percent in 1970. Payments were less af­
fected because there was relatively little 
growth in U.S. travel to the Far East. 
The number of U.S. travelers to the 
Caribbean area and Central America in­
creased at a slightly faster pace than 
the number of transatlantic travelers. 
Increases in travel to that region did 
not accelerate the rise in payments be­
cause average fares to the Caribbean 
and Central American region were low­
er than to any other overseas area, and 
most U.S.-Caribbean traffic was car­
ried by U.S. airlines. 

Transportation 

The transportation estimates pri­
marily consist of international trans­
actions of vessel and airline operators. 

SURVEY OF CURRENT BUSINESS 

Exports include receipts of U.S, vessel 
and airline operators for the transpor­
tation of U.S. export freight from the 
U.S. port of export to foreign destina­
tions, and for the transportation of for­
eign freight between foreign ports.* Ex­
ports also include the aggregate value 
of services and goods provided by U.S, 
residents to foreign vessel and airline 
operators in connection with their 
transportation operations in the United 
States. The value of these services and 
goods, referred to as port services, in­
cludes a wide range of items such as 
fuel, berthing, port fees, office and 
warehouse rentals, wages and salaries 
of U.S, personnel, advertising, and 
business services. Freight car rental re­
ceipts from Canada and Mexico and 
vessel charter hire receipts are the items 
in other transportation exports. 

4. The cost of transporting freight usually Is 
borne by the Importer, regardless of whether trans­
portation costs are Included In the sale price of 
exports. When transportation costs are Included In 
the sale price, the seller (e-vporter) merely trans­
mits funds for transportation services from the 
buyer (Importer.) to the carrier (vessel or airline 
operator). Thus, enrnlncss of foreign vessel and air­
line operators for the transportation of U.S. export 
freight arc not Included In the transportation esti­
mates because those earnings are transactions be­
tween foreign residents—foreign operators and for­
eign Importers—and have no direct impact on the 
U.S. international accounts. Similarly, earnings of 
U.S. operators for the transportation ot U.S. Im­
port freight are not Included in the transportation 
estimates because those earnings represent trans­
actions between U.S. residents—U.S. operators and 
U.S. Importers—and are not international trans­
actions. 
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Imports include payments by U.S, 
residents to foreign vessel and airline 
operators for the transportation of U.S, 
import freight from foreign ports to 
U S , destinations." Imports also include 
payments by U.S. vessel and airline 
operators to foreign residents for port 
services purchased,abroad in connection 
with U.S. operators' international 
transportation operations. Vessel char­
ter hire payments and freight car rental 
payments to Canada and Mexico are 
the remaining import transactions. 

In 1970-80, foreign vessel and airline 
operators transported a larger share of 
U.S. export and import freight than did 
U.S. operators. Partly as a result, the 
relative importance of freight receipts 
in total transportation exports was 
much less than the corresponding item 
in transportation imports and the rela­
tive importance of port services in ex­
ports was much larger than the cor­
responding item in imports. 

Freight receipts.—Freight receipts of 
U.S. ocean vessel operators were $2.7 
billion in 1980, compared with $0.8 
billion in 1970. (table 5), Growth re­
flected increases in ocean freight rates; 
the volume of export freight carried by 
U.S, vessel operators was unchanged. 

The increases in ocean freight rates 
largely reflected higher fuel and oper­
ating costs of U S . vessel operators, who 

0. See footnote 4. 

Table 5.—U.S, International Transportation Transactions, by Major Type 

(Millions of dollars] 

1970 1971 1072 1973 1974 1975 1976 1977 1078 1979 1980 

Exports. 

Freight r ece ip t s -
Ocean 
Air 
Other ' 

Port services 
Ocean. . . 
Air 
Other ' 

Other. 

Imports 

Freight payments. 
Ocean. . . 
Air 
Other ' 

Port services 
Ocean. . . 
Air 
Other ' 

Other 

3,125 

1,106 
813 
187 
106 

1,954 
1,406 

512 
36 

65 

2,843 

1,601 
1,444 

115 
42 

842 
316 
496 
30 

400 

1,072 
750 
202 
120 

2,153 
1,491 

620 
42 

74 

3,130 

1,862 
1,657 

15B 
47 

909 
294 
S80 
35 

359 

3,579 

1,168 
706 
235 
137 

2,338 
1,595 
702 
41 

75 

3,520 

2,196 
1,951 
185 
60 

329 
622 
32 

341 

4,465 

1,461 
1,036 
276 
149 

2,901 
2,059 
700 
52 

103 

4,694 

3,042 
2,778 
192 
72 

1,229 
469 
723 
37 

423 

6,697 

2,000 
1,477 
3R0 
163 

3,570 
2,485 
1,027 

58 

127 

5,942 

3,653 
3,365 
219 

1,813 
736 

1,028 
49 

476 

5,840 

2,088 
1,511 
390 
187 

3,634 
2,481 
1,086 

67 

118 

6,688 

3,370 
3,047 
246 
77 

1,918 
755 

1,115 
48 

410 

6,747 

2,335 
1,726 
390 
219 

4,351 
3,067 
1,218 

61 

6,852 

4,373 
3,962 
301 
no 

2,088 
871 

1,161 
56 

391 

7,264 

2,307 
1,642 
427 
238 

4,867 
3,413 
1,398 

56 

go 

7,874 

5,098 
4,622 
362 
114 

2,367 
043 

1,357 
67 

400 

8,315 

2,011 
1,844 
507 
260 

5,603 
3,963 
1,582 

58 

101 

8,911 

5,847 
5,325 
420 
102 

2,622 
1,041 
1,509 

72 

442 

9,899 

3,070 
2,209 
577 
284 

6,680 
4,654 
1,049 

77 

149 

10,416 

6,605 
6,039 
455 
111 

3,289 
1,203 
2,010 

70 

521 

11,430 

3,706 
2,659 
742 
305 

7,408 
4,990 
2,435 

73 

10,896 

6,100'"' 
5,513 
471 
116 

4,238 , 
1,367 
2,804 

67 

558 

1. Consists primarily of pipeline freight receipts from Canada and receipts from Canada related to Great Lakes trafllo and rail traffic. 
2. Consists of transactions related to Great Lakes traffic and rail traffic between Canada and the United States. 
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were mostly liner operators providing 
advertised, regularly scheduled service 
at published rates on specified interna­
tional shipping routes. Although the 
volume of U,S, export freight carried 
by U.S. vessel oj^erators was unchanged, 
U.S. export freight volume carried by 
foreign operators increased at an aver­
age annual rate of 7,5 percent. Conse­
quently, U.S. operators' share of the 
total export volume declined from 7 per­
cent in 1970 to 4.5 percent in 1980.' 

U.S. operators' earnings for trans­
porting U.S. grain exports to Eastern 
Europe boosted U.S. freight receipts in 
1973-79, These earnings were partly the 
result of U.S.-U.S.S.R. shipping agree­
ments, which reserved specific amounts 
of U.S. gi-ain exports for transporta­
tion by U.S. operators at specified rates. 
Grain exports to the U.S.S,R, were em­
bargoed in 1980, 

Freight receipts of U.S. airline oper­
ators were $0.7 billion in 1980, com­
pared with $0.2 billion in 1970, Al­
though the volume of U.S. exports 
transported by air was still less than 
1 percent of total exports in 1980, the 
average annual increase in airline cargo 
volume was about 13 percent. Freight 
earnings of U,S, airlines accounted for 
20 percent of all US , freight receipts 
in 1980, compared with 17 percent In 
1970, 

Freight payments.—Freight pay­
ments, which consisted almost entirely 
of ocean freight payments, were $6.1 
billion in 1980, compared with $1,6 bil­
lion in 1970, GroAvth largely reflected 
expansion in the U.S. economy and the 
resulting increase in U.S. demand for 
merchandise imports. Payments growth 
and freight volume declined in two 
periods—^the U.S. recessions of 1974-75 
and 1980, The payments decline in 
1974-75 was moderated by a rise in the 
volume of petroleum imports. Petro­
leum imports increased, despite reduced 
domestic demand for petroleum prod­
ucts, as stocks were built up following 

f. 

0. Estimates of receipts of U.S. vessel operators 
and the volume of export freight transported by 
U.S. operators may be underestimated because 

t.>Bome U.S. operators may charter foreign flag ships 
and use them, in addition to U.S. flag ships. In U.S. 
foreign trade. Because It Is not possible to Identify 
all of this U.S. export freight, receipts may be un­
derestimated. For tbe same reasons, charter hire 
payments to foreign shipowners may be under­
estimated. 

(Average annual percent change] 

1071-73 
1974-75 
1976-79 
1980 

U.S. real 
GNP 

4.9 
- . 0 
4.7 

- . 2 

Import freight 

Volume 

13.6 
- . 5 
9.5 

-17.5 

Payments 

24.7 
5.8 

18.8 
-8 .7 

the embargo imposed in late 1973 and 
early 1974 by some Middle East coun­
tries on petroleum shipments to the 
United States. In contrast, the pay­
ments decline in 1980 was accentuated 
by a decline in the volume of petroleum 
imports, wliich reflected not only the 
slowdown in the U.S. economy, but also 
U.S. conservation efforts. 

Freight payments for U.S. merchan­
dise imports were also affected by fluc­
tuations in ocean freight rates. Average 
freight rates on nonpetroleum imports 
increased at an average annual rate of 
15 percent in 1970-80, reflecting sharp 
increases in fuel prices and operating 
costs in 1974, 1979, and 1980, Average 
rates on petroleum hnpoi-ts—tanker 
rates—Avere stable from 1970 to 1973, 
and subsequently fluctuated shai"ply in 
response to petroleum prices, the tanker 
capacity situation, and economic activ­
ity. Rates rose in mid-1974 folloAving 
the end of the Middle East embargo 
and an increase in fuel costs, then de­
clined in 1975 when economic activity 
slowed in most developed countries. 
Large increases in 1979 and 1980, due 
to higher fuel costs, pushed rates to 
3 times tlieir 1970 level. 

Air freight payments were $0,5 bil­
lion in 1980, compared with $0,1 billion 
in 1970, They accounted for only 8 per­
cont of total freight payments in 1980, 
about the same as 1970, 

Port services receipts.—US, receipts 
for port sendees ijrovided to foreign 
vessel and airline operators in the 
United States were $7,5 billion in 1980, 
compared with $2,0 billion in 1970, 
Growth slowed only during the U.S. 
recession 1974-75 and the concurrent 
economic slowdown in other developed 
countries. 

Port services provided to vessel oper­
ators were $5.0 billion in 1980, com­
pared with $1.4 billion in 1970; the 
average annual rate of increase was 

13 percent. The volume of U.S. trade 
transported by foreign vessel operators 
increased 5.5 percent annually, and 
prices of U.S, services and goods in­
creased 8 percent. 

Port services provided to foreign air­
line operators were $2,4 billion in 1980, 
compared with $0,5 billion; they in­
creased at an average annual rate of 17 
percent. The faster growth of these port 
services than of port services provided 
to vessel operators reflected the relative 
impoi-tance of passenger traffic, com­
pared with cargo traffic, for most air­
line operators. The volume of U.S, in­
ternational passenger traffic carried by 
foreign airlines increased 7,5 percent 
annually, compared with a 5.5-percent 
increase in trade volume. 

Port services payments.—Payments 
by U,S, vessel and airline operators for 
port services abroad were $4.2 billion in 
1980, compared with $0.8 billion in 1970, 
The faster gi-owth in payments than re­
ceipts reflected higher petroleum prices 
abroad than in the United States, U.S. 
petroleum prices were regulated for 
most of the decade, and increases were 
neither as rapid nor as large as foreign 
increases until U.S. deregulation oc­
curred at the end of the decade. 

Payments by U.S, vessel operatoi-s in­
creased 16 percent annually; this in­
crease reflected price increases in for­
eign services and goods and, to a lesser 
extent, an increase in the volume of im­
port freight carried by U.S, operators. 

Payments by U.S. airline operators 
increased 19 percent annually, reflect­
ing increases in international passenger 
traffic—particularly in foreign visitors 
to the United States—and in foreign 
prices. Their payments were 66 percent 
of total port expenditure payments in 
1980, compared with 59 percent in 1970. 

Other transportation transactions.— 
Among other transportation receipts, 
rental receipts of U,S, railroad com­
panies for freight cars temporarily in 
use in Canada and Mexico were the 
largest item in 1975-80. A large increase 
in these receipts from Mexico in 1980 
reflected a surge in Mexico's imports. 
In 1970-74, most receipts were due to 
tanker charters by the foreign trans-
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portation affiliate of a U.S. petroleum 
company. Those charters were discon­
tinued in 1975. 

Among other iiayments, charter hire 
payments to foreign shipowners ac­
counted for over 80 pei'cent of other 
payments.'' Freight car rental payments 
to Canada and IMexico accounted for the 
remainder. 

Royalties and Fees and Private 
Miscellaneous Services 

Royalties and fees 

Royalties and fees consist of receipts 
and payments of royalties and licensing 
fees for the use of intangible property 
rights—copyrights, trademarks, pat­
ents, techniques, i^rocesses, formulas, 
designs, franchises, manufacturing 
rights, etc,—and other fees. Other fees 
consist of net charges between parent 
companies and their afflliates for serv­
ices rendered, research and develop­
ment expenditures, assessments, rentals 
for the use of tangible property, and 
other expenses allocated by the home 
office. 

Royalties and licensing fees.—Con­
tracts for the use of intangible property 
rights provide an important means for 
transferring technology. Licensing and 
other agreements with foreign com­
panies that have extensive production 
facilities and marketing networks are 
utilized by some U,S. companies to sell 
their technology in foreign markets. 
Other companies prefer to establish 
foreign affiliates or to acquire equity in­
terests in foreign companies as a means 
of acquiring access to foreign markets 
for their technology.* Companies that 
have equity interests in foreign affiliates 
receive not only royalties and fees for 
the use of rights, but also a share of 
affiliates' profits. The proflts are re­
corded in the direct investment income 
accounts. 

Total net receipts of royalties and 
licensing fees were $4.7 billion in 1980, 
compared with $1.3 billion in 1970; the 

average annual rate of increase was 14 
percent (table 6). Affiliated receipts in 
1980 were $3.6 billion, compared with 
unaffiliated receipts of $1.1 billion. Af­
filiated receipts increased at more than 
double the rate of unaffiliated receipts— 
17 percent compared Avith 8 percent— 
partly because of large U.S. direct in­
vestments in leading industries in de­
veloped countries. 

The industry distribution of affiliated 
and unaffiliated royalties and licensing 
fees receipts was virtually constant over 
the decade; most receipts originated in 
manufacturing industries. Machinery 
accounted for 44 percent of affiliated, 
and 40 percent of unaffiliated receipts. 
In the machinery industry, affiliated 

[Percent, average 1970-80]i 

Transportation eauipment.. 
other 

Other 

Afflllated 

83 
44 
18 
2 

10 

17 

Unaffiliated 

80 
40 
16 
8 

25 

11 

7. See footnote 6. 
8. For details, see Meryl L. Kroner, "U.S. Inter­

national Transactions in Royalties and Fees, 1007-
78," SonVEV (.January 1080) : 20-35. 

receipts partly reflected U.S, techno­
logical developments in computers and 
advanced electronics and unaffiliated re­
ceipts were largely related to produc­
tion of consumer goods, particularly 
electronic components and electrical 
equipment and appliances. In the 
chemical industry, both affiliated and 
unaffiliated receipts reflected U.S, tech­
nological advances in agricultural and 
industrial chemicals, pharmaceuticals, 
and, to a lesser extent, plastics and other 
synthetic materials. In the transporta­
tion equipment industry, receipts were 
largely related to the manufacture of 
motor vehicles. 

By area, the majority of receipts were 
from developed countries, where re­
sources were available to adopt and use 
U.S. technology and there were large 
markets for the resulting output. Affil­
iated receipts, which were concentrated 
in Western Europe, reflected large U.S, 
direct investments there. In 1980, about 
70 percent of affiliated receipts Avere 
from Western Europe, 10 percent from 
Canada, and 8 percent from Japan. The 
share of receipts from developing coun­

tries was 8 percent in 1980 and declined 
each year of the decade. 

Unaffiliated receipts were more wide­
spread. In 1980, about 40 percent of re­
ceipts were from Western Europe, 30 
percent from Japan, and 12 percent 
from other developed countries. In con­
trast to affiliated receipts, the share of 
unaffiliated receipts from developing 
countries increased each year to 18 per­
cent in 1980, 

Payments of royalties and licensing 
fees, like receipts, were concentrated in 
manufacturing industries in developed 
countries, mainly Western Europe, 
Canada, and Japan. For both affiliated 
and unaffiliated transactions, the largest 
payments were in the chemical indus­
try—pharmaceuticals, agricultural, and 
industrial. Other large affiliated pay­
ments were in the food and primary and 
fabricated metals industries. Unaffili­
ated payments were largely in the 
machinery and automotive industries." 

Other fees.—These charges consist 
largely of fees for management, profes­
sional, and administrative services; 
consulting and technical advice; and 
reseai'ch and development. Rentals for 
tangible property, including films, are 
also included. 

Receipts of other fees were $2,1 bil­
lion in 1980, compared with $1.0 billion 
in 1970; the average annual rate of in­
crease—8 percent.—was less than that 
in royalties and licensing fees. Receipts 
were almost entirely from affiliated 
companies, mainly machinery and 
chemical affiliates in Western Europe 
and automotive affiliates in Canada. 
Receipts from petroleum, trading, 
banlcing, finance, and insurance affili­
ates were also significant. 

Payments of other fees—entirely to 
foreign parents of U.S. affiliates—Avere 
largely related to reseai'ch and develop­
ment expenses allocated to U,S. affili­
ates by parent companies in Germany, 
the Netherlands, and the United King­
dom. Offsetting flows (receipts of U.S. ,,., 
affiliates from their parents) in tho 
automotive industry were significant. 
These were related to warranty work ... 
and training provided by U.S. affiliates 
to Japanese parents. 

0. See footnote 8. 
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Private miscellaneous services 

Private miscellaneous services in­
clude, among exports, contractors' re­
ceipts for technical services; reinsur­
ance; communications; and services 
and goods provided to foreign govern­
ment agencies and international orga­
nizations located in the United States, 
Among imports, the ma.] or transactions 
ai'6 reinsurance; communications; and 
wages paid to temporary resident aliens 
(table 7), 

Exports of miscellaneous services 
were $5,2 billion in 1980, compared with 
$1.3 billion in 1970; the average annual 
rate of increase was 15 percent. Imports 
were $3.2 billion, compared with $0.8 
billion; they increased at a rate of 16 
percent. Increases in receipts from con­

tractors' services and communication 
services led the growth in exports. In­
creases in payments for reinsurance and 
communication services led the growth 
in imports. 

Receipts from contract operations of 
U.S. construction, engineering, and 
other technical services firms.—U.S. net 
receipts for construction and technical 
services provided to foreign residents 
were $1.6 billion in 1980, compared with 
$0.3 billion in 1970; the average annual 
rate of increase was 23 percent. These 
receipts are net of outlays abroad for 
wages, materials, and other expenses. 
They are also net of related U.S, mer­
chandise exports, which are included in 
the merchandise trade account. 

Most contract receipts included engi­
neering and design services, reflecting 

the availability of advanced technology 
in the United States (table 8). Projects 
related solely to general engineering 
and design services accounted for 41 
percent of total receipts in 1978-80, 
Projects consisting of engineering, de­
sign, and related construction ac­
counted for another 30 percent of the 
total. Receipts from projects involving 
only general construction services were 
relatively small, probably because of 
tho greater competitiveness of other 
countries for this type of project. 

By area, most receipts—almost 80 
percent of the total in 1978-80—were 
from developing countries. Much of the 
growth was accounted for by OPEC 
countries, particularly Saudi Arabia 
and, until 1979, Iran. OPEC members 
accounted for almost 50 percent of re-

Table 6, '^U.S. International Transactions in Royalties and Fees 

[Millions of dollars] 

1070 1971 1972 1073 1074 1975 1076 1077 1978 1979 1980 

Receipts of royaltiea and feea... 

Afllliated 
Koyaltlcs and licensing fees 
Other 

Unafflliated 
Eoyalties and licensing fees. 
Other 

Payments of royalties and feea. 

Afflllated 
Unaffiliated 

2,331 

1,758 
751 

1,007 

573 
570 

3 

225 

111 
114 

2,545 

1,027 
874 

1,053 

618 
614 

4 

211 

118 
123 

2,770 

2,115 
1,005 
1,050 

655 
051 

4 

294 

155 
139 

3,225 

2,513 
1,376 
1,137 

712 
707 

5 

385 

209 
176 

3,821 

3,070 
1,049 
1,421 

751 
745 

346 

160 
186 

4,300 

3,543 
1,880 
1,057 

757 
750 
7 

473 

287 
186 

4,353 

3,531 
1,050 
1,575 

822 
815 
7 

482 

293 
180 

3,883 
2,173 
1,710 

923 
912 
11 

439 

243 
196 

5,760 

4,705 
2,097 
2,008 

1,055 
1,045 

10 

607 

214 

6,048 

4,080 
3,002 
1,078 

1,068 
1,051 

17 

767 

523 
234 

6,865 

5,695 
3,600 
2,095 

1,170 
1,139 

31 

769 

515 
254 

Table 7.—U.S, International Transactions in Private Miscellaneous Services 

[Millions ot dollars] 

Expenditures of foreign governments and International organisations. 
Trade union receipts from Canadian aihliatcs 
Wages of IJ.8. residents abroad 2 
Expenditures ot foreign residents employed in the United States 

Trade union payments to Canadian affiliates 

Expenditures of U.S. residents employed abroad 
Film rentals and fees for television broadcasting rigiits' 
Other' 

Addendum: Film rentals' 

1970 

1,294 

258 
77 

304 
494 
44 
11 
63 
43 

827 

160 
201 
28 

197 
44 
12 
95 

240 
12 

1071 

1,646 

347 
102 
314 
691 
40 
11 
69 
63 

956 

210 
336 
33 

221 
45 
12 
90 

236 
13 

1072 

1,764 

392 
158 
342 
651 
53 
12 
83 
73 

1,043 

218 
378 
30 

256 
47 
12 

102 

281 
12 

1973 

1,985 

384 
155 
498 
705 
58 
13 
95 
77 

1,180 

202 
494 
34 

275 
48 
23 

104 

281 
20 

1074 

2,321 

520 
106 
551 
786 
62 
33 

103 
100 

1,262 

173 
555 
44 

315 
49 
22 

104 

326 
27 

1075 

2,920 

855 
204 
648 
884 
64 
34 

131 
100 

1,551 

302 
047 
40 

370 
63 
35 

104 

392 
24 

1070 

3,584 

1,234 
103 
777 

1,004 
74 
42 

142 
118 

2,006 

499 
827 
42 

400 
49 
85 

104 

387 
05 

1077 

3,806 

1,241 
183 
805 

1,102 
73 
40 

160 
142 

2,190 

597 
894 
37 

442 
40 
66 

105 

442 
37 

1078 

4,130 

1,202 
222 
978 

1,222 
74 
36 

174 
162 

2,566 

754 
1,043 

43 
478 
54 
00 

104 

611 
76 

1979 

4,187 

1,004 
207 

1,109 
1,386 

73 
44 

175 
189 

2,820 

813 
1,200 

44 
475 
54 
62 

106 

510 
01 

1080 

5,267 

1,563 
251 

1,337 
1,525 

70 
43 

199 
210 

3,222 

966 
1,470 

60 
530 
54 

<25 
105 

403 
86 

1. Exports include premiums received less losses paid; imports include premiums paid less losses recovered. Seo table 0 tor detoils. , , . , „ , . , „ • j 
, , 2. Exports include gross receipts of wages of U.S. residents who commute to lobs in Canada and small amounts ot earnings ot U.S. residents temporarily employed in the United Kingdom. 

Heceipts do not Include wages and salaries ot U.S. employees temporarily assigned to foreign afflliates ot U.S. parents. Tliese arc included in receipts ol royalties and tecs from ollll ated foreign 
residents and are not separately identifled. Imports include payments ot wages and salaries to Canadian and Mexican residents who commute to Jobs in tne United States and earnings ot 
temporary resident aliens. , . . . 

3. Includes receipts from and payments to unafflliated foreign residents only. Film rental transactions witli affiliated foreign residents aro included in royalties and tecs. See addendum 
for combined affiliated and unalllliated receipts and payments. 

„ 4. Includes recovery of a large portion ot tecs paid In earlier years for rights to televise tho Olympic games Irom the Soviet Union in 1980. , . , , , , , „ 
5. Includes estimates ot consular tees paid by U.S. residents for visas, licenses, permits, etc., partial estimates of direct insurance transactions with foreign insurance companies, and 111m 

companies' outlays obroad tor film productions. 
0. Includes combined affiliated and unalllliated receipts and payments. 
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ceipts in 1978-80, compared with 25 
percent in 1970. Receipts from Mexico 
also increased rapidly in 1978-80, 
largely reflecting the increase in eco­
nomic development projects following 
petroleum discoveries in the mid-1970's. 

Many of the services provided to de­
veloping countries were related to de­
velopment of natural resources and con­
struction of transportation, communi­

cation, housing, and power-generating 
infrastructures. Natural resources proj­
ects were largely for crude petroleum 
production, pipeline construction, and 
petroleum reflneries, US , companies 
also had significant receipts from the 
design and construction of facilities 
for crude ore production and metal re­
fining. Engineering, design, and con­
struction of roads, port facilities, and 

Table 8,—Net Receipts from Contract Operations of U.S. Construction, Engineering, and 
Other Technical Services Firms 

[Millions of dollars] 

Total 

By type of service: 

Engineering, design, and related construction' 

Other ' . 

By area: 

Australia, New Zealand, ond South Africa 

Memorandum: 
OPEC 

1970 

258 

192 
102 
25 
17 
48 

27 

24 

14 

2 

58 
1 

17 
10 
5 

67 
no 

64 

1978 

1,262 

005 
545 
37 
47 

276 

120 

157 

62 

18 

93 
6 

39 
23 
39 

157 
005 

767 

1979 

1,004 

718 
334 
90 
25 

269 

103 

107 

40 

27 

142 
21 
24 
47 
18 

192 
560 

406 

1980 

1,563 

1,105 
347 
61 
76 

621 

112 

225 

01 

30 

192 
12 
75 
45 
50 

463 
720 

650 

1. Includes services of a professional nature in the fields of engineering, architecture, and land surveying. 
2. Includes building construction—office buildings, farm buildings, hotels, dwellings, and stores—and heavy construc­

tion—bridges, highways and tunnels, port facilities, dams and water projects, airlields, pipelines, and industrial facilllios. 
3. Includes training and supervision of personnel; management of hotels, plants, and other facilities; data processing; 

design and installation ot computer and information systems; procurement; and installation, maintenance, and repair ot 
equipment. 

4. Includes economic and management consulting, research, feasibility studies (except physical studies), logistics plan­
ning, and other studies. 

5. Includes diverse services such as dredging, certain types of drllUng services, and underwater (diving) services. 
NOTE.—Receipts are net of outlays abroad tor wages, materials, and other expenses, and exclude U.S. merchandise ex­

ports that are Included In the merchandise trade account. Receipts do not Include contract receipts ot U.S. parents for services 
provided to foreign afflliates and receipts from contracts written under tho Foreign Military Sales program. The former aro 
part of "other services" In the affiliated royalties and fees account, and the latter are included In the Govenunent transac­
tions account. 

Table 9,—U,S. International Reinsurance Transactions 

1970 
1071 
1972 -

1974 

1977 
1978 
1979 

Premiums 
(Millions of dollars) 

Receipts 

251 
310 
402 
476 
560 

683 
726 
784 
803 
812 
922 

Payments 

448 
474 
513 
575 
679 

900 
1,118 
1,272 
1,567 
1,787 
2,102 

(Millions ot dollars) 

Paid 

174 
208 
244 
321 
394 

479 
533 
601 
581 
605 
671 

Recovered 

288 
284 
205 
373 
506 

598 
619 
675 
813 
974 

1,136 

Loss ratios 
(Percent) 

Pa id ' 

60 
67 
61 
67 
70 

70 
73 
77 
72 
75 
73 

Recovered' 

64 
56 
58 
65 
75 

66 
55 
63 
62 
55 
54 

1. Losses paid as a percentage ot premiums received. 
2. Losses recovered as a percentage of premltuns paid. 
NOTE.—Premiums are net ot cancellations and commissions charged to or by foreign Insurance companies. 

railways were related to the develop­
ment of infrastructures, as were dam 
design and construction and engineer­
ing services for power-generating 
plants, 

Reiiisurance.—^Reinsurance transac­
tions include transactions related to the 
transfer of risk insurance between U.S. 
and foreign insurance companies. Ex­
ports of reinsurance services measure 
net receipts of U,S. insurance com­
panies on risks assumed from foreign 
insurance companies, that is, reinsur­
ance premiums received from foreign 
insurers less losses paid. Imports meas­
ure net payments of U.S, insurance 
companies on risks transferred to for­
eign insurance com]>anies, that is, re­
insurance premiums paid to foreign in­
surers less losses recovered. 

These transactions are not a measure 
of the profitability of international re­
insurance transactions of U.S. com­
panies, nor an indication of their inter­
national competitive position, because 
risks transferred to, and assumed from, 
foreign insurers are usually only a part 
of the total risks insured by U.S, com­
panies. 

Estimates of reinsurance transactions 
indicate that risks assumed from for­
eign insurers were far less than risks 
transferred by U.S. insurers in 1970-80. 
Net receipts remained virtually un­
changed at $0.1 billion in 1970 and $0.3 
billion in 1980, but net payments in­
creased from $0.2 billion in 1970 to $1.0 
billion in 1980. Before losses were netted 
out, premiums received increased from 
$0.3 billion to $0,9 billion, and premiums 
paid increased from $0,4 billion to $2,1 
billion (table 9). 

The rapid growth in payments, on 
both a net and gross basis, was partly 
related to the increasing number of • 
risks transferred by U.S, insurance 
companies to their foreign affiliates, 
particularly those located in the Carib-
iDean area, where the tax treatment and 
regulation of insurance companies was 
more favorable than in the United'•' 
States, By transferring more profitable 
risks abroad and poorer risks to the 
United States, insurance companies 
took advantage of lower tax rates 
abroad. For example, gross premiums ^ 
paid to insurance companies located in 
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the Caribbean area, mainly Bermuda, 
increased from less than $25 million in 
1970 to over $800 million in 1980, and 
the loss ratio (losses as a percentage of 
premiums) on risks transferred to Ber­
muda was 39 percent, compared with a 
loss ratio of 54 percent for total risks 
transferred abroad and 73 percent for 
total risks assumed from abroad. 

Communications. — Communications 
estimates measure settlement transac­
tions between U.S. and foreign commu­
nications companies. They do not repre­
sent the value of transmissions from 
points of origin to points of destination. 
An international cable or satellite trans­
mission that originates in the United 
States is sent by a U,S, carrier to a for­
eign carrier, which delivers the trans­
mission to its foreign destination. The 
U.S. carrier receives payment for the 
entire transmission from the U.S. cus­
tomer, and then remits part of the pay­
ment to the foreign carrier. Only the 
payment to the foreign carrier for its 
services is included in transactions be­
tween U,S, and foreign communica­
tions companies and thus in the inter­
national transactions accounts. Simi­
larly, receipts of U.S. carx*iers for carry­
ing transmissions received from foreign 
carriers to U,S. destinations are in-

' eluded. The estimates also include re­
ceipts and payments between the Inter­
national Satellite Communication Or­
ganization (Intelsat) and foreign com­
munications companies for the leasing 
of satellite circuits oWned by Intelsat 
(receipts) and the distribution of a 
share of net earnings to the foreign 
owners of Intelsat (payments). 

Communications receipts rose to $1.3 
billion and payments to $1,5 billion in 
1980 from $0,3 billion each in 1970, An­
nual payments frequently exceeded re­
ceipts by a small amount possibly be­
cause more communications between 

' U,S, and foreign residents originated 
in the United States than abroad. 

Rapid growth in both receipts and 
pajmients—and average annual growth 
rates of 17 and 18 percent, respectively, 

„in 1970-80—followed the introduction 
of commercial communications by satel­
lite in the mid-1960's. The additional 

. capacity not only permitted an increase 
in traditional communications, but also 

[Average annual percent change] 

1950-59 . , 
1060-64 
1965-69 
1970-80. 

Receipts 

6 
8 

23 
17 

Payments 

8 
11 
22 
18 

Receipts 
and pay­

ments 

7 
10 
23 
18 

encouraged the development of new 
types, such as the relaying of television 
signals. Expanded development for ma­
rine and aviation communication, trans­
mission of weather information, and 
rapid transmission of scientific, busi­
ness, and other types of information 
also contributed to the strong growth 
in receipts and payments. 

Expenditures of foreign governments 
and international organizations.—These 
transactions include expenditures in the 
United States by (a) foreign govern­
ments to establish, maintain, and staff 
embassies and consulates and (b) inter­
national organizations, such as the 
United Nations and the International 
Monetary Fund, for wages and salaries, 
constniction, and administrative and 
other services. Also included are earn­
ings of U.S. agents of foreign govern­
ments, such as lawyers, public relations 
personnel, and lobbyists. 

Receipts were $1,5 billion in 1980, 
compared with $0,5 billion in 1970; 
they were about evenly divided between 
foreign governments and international 
organizations. Much of the increase re­
flected a rise in foreign diplomatic, con­
sular, and related personnel to support 
expanded representational activities in 
the United States. The remainder re­
flected enlarged programs of interna­
tional organizations and, in 1978-80, 
large construction expenditures by the 
United Nations for expansion of its 
New York headquarters and by the In­
ternational Monetary Fund for new 
offices in Washington, D.C, After allow­
ance for U,S, inflation, expenditures of 
foreign governments and international 
organizations increased about 4 percent 
annually. Receipts of foreign agents re­
mained at about $0.1 billion over the 
decade. 

"Wages of nonresident aliens.—These 
transactions include wages and salaries 
of Mexican and Canadian border resi­

dents who commute to jobs in the 
United States, and workers from the 
Caribbean area who are temporarily 
and seasonally employed here. These 
wages do not include the earnings of 
aliens residing illegally in the United 
States because, for purposes of measur­
ing international transactions, they are 
de facto U,S, residents. 

Wages of nonresident aliens almost 
tripled over the decade, reaching $0,5 
billion in 1980. Wages of workers from 
the Mexican and Caribbean areas in­
creased at an average annual rate of 12 
percent; this increase reflected both 
higher wage rates and increases in the 
number of workers. Wages of Canadian 
workers increased at a rate of 6 percent, 
less than the estimated increase in 
gross weekly earnings in U.S. private 
nonagricultural establishments. 

Nonresident aliens were employed in 
most industries. About 40 percent of 
Mexican workers were employed in 
agriculture, 40 percent in service occu­
pations, including household services, 
15 percent in manufacturing, and 5 per­
cent in construction. They accounted for 
78 percent of wages paid to nonresident 
aliens in 1980, compared with 70 per­
cent in 1970, Most were employed in 
California and Texas. 

Canadian workers were employed 
primarily in manufacturing and in sales 
and services, mainly in the industrial 
areas of Michigan. Their wages were 15 
percent of the total in 1980, compared 
with 25 percent in 1970, 

Workers from the Caribbean area 
were concentrated in agricultural and 
household services occupations. Their 
share of the total wages increased to 
8 percent in 1980 from 5 percent in 1970. 

Investment Income 

U.S. receipts (exports) of investment 
income consist of income derived from 
U.S. residents' ownership of foreign 
assets; U.S. payments (imports) consist 
of income derived by foreign residents 
from their ownership of U.S. assets. In­
vestment income—^both receipts and 
payments—is classified as income re­
lated to direct investments, other pri­
vate income, and U,S. Government 
income. 
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Receipts increased at an average an­
nual rate of 22 percent during the 
1970's, reaching $75.9 billion in 1980. 
Payments increased at a rate of 24 per­
cent, reaching $43.2 billion. Net re­
ceipts increased from $6.2 billion to 
$32.8 billion. Among receipts, direct in­
vestment income and other private in­
vestment income accounted for most of 
the total. Other private investment in­
come and U.S. Government income ac­
counted for most of income payments. 

Direct investment income 

Direct investment income receipts 
are derived from U.S. ownership of 
foreign affiliates—ownership of 10 per­
cent or more of the voting securities 
of an incoi-porated foreign business or 
an equivalent interest in an unincor­
porated foreign business enterprise; 
payments are derived from foreign 
ownership of U.S, affiliates. Such in­
come, Avhich is net of withholding and 
income taxes, is in the form of divi­
dends, interest, eai'nings of unincoi*po-
rated affiliates, and reinvested earn­
ings—the direct investors' shares in the 
undistributed earnings of incorporated 
affiliates. 

Receipts.—Direct investment income 
receipts Avere $36,8 billion in 1980, 
compared with $8,2 billion in 1970; the 
average annual rate of increase was 18 
percent (table 10). Economic develop­

ments abroad, sharp petroleum price 
increases, and direct investment out­
flows during the decade and earlier 
years were the major factors contribut­
ing to growth. 

In 1970-74, a strong expansion of 
leading foreign economies contributed 
to a 25-percent average annual increase 
in income from foreign affiliates. The 
particularly large increase of 51 per­
cent in 1973 reflected, in addition, the 
dollar devaluation of February 1973, 
which had the effect of raising the 
dollar value of reinvested earnings— 
especially for affiliates in Germany, 
France, Belgium, the Nethei-lands, and, 
to a lesser extent, Japan. Further, in­
come from petroleum affiliates was 
boosted by inventory profits related to 
slmip increases in petroleum prices in 
1973, Petroleum price increases acceler­
ated in 1974, but the eft'ect on income 
was partly offset by easing of demand 
late in that year as economic activity 
in the United States and other indus­
trial countries slowed. After total in­
come declined in 1975, largely as a 
result of worldwide recession, receipts 
inci'eased at an average annual rate of 
25 percent in 1976-79, reflecting re-
ncAved worldwide expansion, before 
declining by 4 percent in 1980, In 1977 
and 1978, appreciation of some foreign 
currencies against the dollar again sig­
niflcantly raised income receipts. In 

1979, receipts were boosted by the sharp 
increase in petroleum prices and 
changes in British tax laws on inven-
toiy proflts. In 1980, receipts were de­
pressed by an unusual nonrecurring 
loss included in reported income, slug­
gish economic activity abroad, and in­
creased competition in overseas auto 
markets. Partly offsetting was an in­
crease in income of metals trading affili­
ates as a result of large increases in 
some metal prices. 

Changes in the rate and pattern of 
direct investment during the 1970's and 
earlier years also explained develop­
ments in income receipts in 1970-80, Re­
ceipts reflected the steady increase in 
dix-ect investment each year since 1950 
and a shift in direct investment toward 
Western Europe. 

Several developments in Western 
Europe contributed to a larger increase 
in investments there than in Canada and 
Latin America in the post-World War 
I I period: (a) economic reconstruction 
following the war, (b) restoration of 
currency convertibility, and (c) the in-
tegx'ation of major economies into the 
European Communities,^" Also, nation­
alization of assets of foreign affiliates 
in some Latin American and Middle 
East countries during the late 1960's 

10. For details, sec Oble G. Whlchard, "Trends In 
the U.S. Direct Investment Position Abroad, 1050-
70," SDBVEY (February 198X) : 30-50. 

T a b l e 1 0 . — U , S . D i r e c t I n v e s t m e n t I n c o m e R e c e i p t s 

[Millions of dollars] 

1070 1971 1972 1973 1974 1975 1970 1077 1078 1070 1080 

Total 

By Industry: 
Petroleum 
Manufacturing 

Chemicals 
Machinery. 
Transportation equipment 
Other 

Trade 
Banking, flnance, and insurance 
Other. , 

By area: 
Western Europe 

France 
Oermany.. 
Netherlands... 
Switzerland 
United Kingdom.. , 
Other 

Canada , 
Japan 
Australia, New Zealand, and South Africa, 
Latin America , 
Other 

8,169 

2,456 
3,133 

017 
1,031 

387 
1,098 

789 
642 

1,149 

2,401 
237 
588 
180 
333 
020 
438 

1,518 
228 
430 

1,421 
2,170 

1,160 

2,878 
3,492 

054 
1,175 

445 
1,218 
884 
906 
099 

2,721 
299 
563 
177 
396 
825 
461 

1,871 
270 
452 

1,434 
2,411 

10,949 

3,005 
4,740 
888 

1,540 
760 

1,552 
1,077 
1,089 
947 

3,577 
420 
826 
155 
467 

1,049 
653 

2,174 
334 
518 

1,560 
2,785 

16,642 

5,717 
6,f)70 
1,347 
2,071 
1,136 
2,025 
1,448 
1,444 
1,355 

5,751 
585 

1,415 
413 
779 

1,278 
1,280 
2,844 
514 
943 

2,511 
3,970 

19,157 

6,963 
0,684 
1,880 
2,073 
312 

2,419 
1,821 
1,022 
1,706 

5,713 
383 

1,079 
753 

1,028 
1,081 
1,388 
3,394 
393 
919 

3,145 
5,592 

16,595 

4,795 
5,998 
1,265 
2,082 
625 

2,027 
1,678 
2,432 
1,692 

4,989 
657 
950 
540 
853 
936 

1,040 
3,412 
233 
875 

3,201 
3,885 

18,999 

5,123 
7,223 
1,408 
2,298 
1,457 
2,060 
1,685 
2,767 
2,200 

0,169 
484 

1,045 
604 
874 
842 

1,360 
3,837 
417 

1,038 
3,479 
4,060 

19,673 

5,331 
0,0,55 
1,200 
2,231 
881 

2,337 
2,041 
4,039 
1,606 

7,211 
302 

1,491 
1,028 
1,021 
1,787 
1,492 
3,253 
508 
826 

3,712 
4,072 

25,468 

0,010 
9,980 
1,831 
3,280 
1,630 
3,232 
2,937 
4,028 
1,002 

10,350 
816 

2,668 
1,171 
1,363 
2,174 
2,157 
3,510 
1,100 
1,165 
4,770 
4,448 

38,330 

13,413 
13,054 
3,020 
3,310 
2,221 
4,.;02 
3,907 
5,434 
2,522 

17, no 
972 

2,898 
1,934 
1,088 
5,765 
3,559 
5,517 
826 

1,482 
6,546 
6,843 

36,842 

13,022 .1 
11,263 
2,948 
3,459 
250 

4,607 
4,019 ', 
5,479 
3,060 

16,078 
1,328*. 
1,863 
1,797 
1,851 
5,405 
3,756 
5,73X*< 
870 

1,901 
6,850 
5,410 

NoiE.—Estimates for 1977 and later years incorporate the results ot a 1077 benchmark stuvey ot U.S. direct Investment abroad, ond thus, may not bo strictly comparable with earlier 
years. See U.S. Direct Investment Abroad, 1977, U.S. Department ot Commerce, Bureau ot Economic Analysis, (Washington, D .C: U.S. GPO, April 1981.) 
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and 1970's had a negative effect on in­
vestments there. 

Receipts from Western Europe in­
creased at a faster pace than receipts 
from any other area, and accounted for 
44 percent of the total in 1980, com­
pared with 29 percent in 1970. While a 
large part of the increase was from pe­
troleum affiliates, increases from manu­
facturing affiliates—particularly those 
in the petrochemical, computer, ma­
chinery, and transportation industries— 
and other affiliates also contributed sig­
nificantly. Receipts from development 
of North Sea crude oil production also 
increased substantially. 

Receipts from other developed coun­
tries increased at an average annual 
rate of 15 percent; their share of total 
income declined from 27 percent to 23 
percent. Receipts from Canada in­
creased at a rate of 14 percent, and ac­
counted for 16 percent of the total in 
1980, compared with 19 percent in 1970. 
Receipts were mainly from investments 
in petroleum, mining, and automotive 
industries. Some Canadian affiliates 
were sold in 1978-80 as Canada pursued 
a policy of achieving increased control 
of its natural resources. Income from 
developed countries other than Canada 
increased at a rate of 16 percent, and 
their share of the total remained at 8 
percent. Investments in these countries, 
which included Japan, remained rela­
tively small. Although Japanese re-
.strictions on inward direct investment 
were ea.sed in the mid-1970's, U.S. di­
rect investment there did not increase 
significantly, reflecting continued con­
straints on inward flows. 

Receipts from developing countries 
increased at a rate of 15 percent—16 

percent for Latin America and 15 per­
cent for other developing countries. De­
veloping countries' share of the total 
dropped from 44 percent to 33 percent. 
Investment in developing countries was 
marked by several nationalizations of 
assets during the late 1960's and 1970's. 
Partly ofl'setting was a step-up in the 
establishment of foreign branches of 
U.S. banks and financial affiliates of 
other U.S. companies. 

Payments.—Direct investment in­
come payments, which were about one-
fourth as large as receipts in 1980, in­
creased at an average annual rate of 30 
percent. Payments were $9.3 billion in 
1980, compared with $0.9 billion in 1970 
(table 11). In 1970-77, annual increases 
in payments averaged about 21 percent. 
The large decline of 17 percent in 1974 
was attributable to a sharp drop in the 
market value of securities held by U.S. 
insurance affiliates, as U.S. stock prices 
declined." Payments by other affili­
ates—mostly in petroleum and manu­
facturing industries—generally par­
alleled economic developments in the 
United States. Payments increased in 
1970-74 as the U.S. economy expanded. 
In addition, payments by petroleum 
affiliates reflected steep price rises in 
petroleum products in 1973-74. As eco­
nomic growth turned down in 1974-75, 
payments by manufacturing affiliates 
declined and increases in petroleum 
affiliates' payments moderated. 

Most of the increase in payments over 
the decade occurred in 1978-80; the rate 
of increase was approximately 50 per­
cent in each of those years. Payments 

11. Under a chance In deflnltinn, unrealized capi­
tal gains nnd losses were Included In estimates of 
afniiates' earnings beginning in 1974. 

Table 11,^U,S, Direct Investment Income Payments 

[Millions ot dollarsl 

1970 
1971 
1972 
1073 

V.J974 

1975 
1976 
1977 
1978 

,1979 
1980 

Total 

875 
1,164 
1,284 
1,610 
1,331 

2,234 
3,110 
2,8.34 
4,211 
6,357 
9,336 

Petroleum 

204 
194 
224 
271 
679 

714 
803 
836 

1,239 
2,037 
3,281 

Manu­
facturing 

418 
548 
605 
765 
875 

743 
049 
900 

1,140 
1,699 
2,478 

Trade 

117 
162 
117 
i;i5 
118 

186 
,393 
655 
805 

1,066 
1,389 

Insurance 

81 
18.5 
215 
1,'!2 

- 5 7 8 

343 
490 

96 
445 
599 
805 

Other 
industries 

55 
74 

124 
306 
337 

248 
474 
347 
573 
956 

1,383 

wmmam^mi^^^^^m CHART S 
U.S. Private Investment Income 
Receipts and U,S, Assets Abroad, 
Excluding Direct Investment 
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by petroleum affiliates, which accounted 
for a large part of the increase, re­
flected general price increases and the 
beginning of decontrol of U.S. crude oil 
prices in late 1979. Higher payments by 
manufacturing affiliates reflected the 
expansion in the U.S. economy in 1978-
79. Lower payments by most manufac­
turing affiliates in 1980 reflected a slug­
gish U.S. economy. However, the de­
cline was more than offset by a special 
transaction—the sale of a .subsidiary of 
a foreign-owned affiliate. Payments by 
affiliates in other industries—trade, fi­
nance, insurance, real estate, and other 
services—also contributed to the 1978-
80 increase. 

Although the value of foreign direct 
investment in U.S. manufacturing affil­
iates far outweighed investment in any 
other U.S. industry, payments by petro­
leum affiliates were larger in several 
years—1978-80. Most investments were 
owned by companies in Western Eu­
rope—primarily in the Netherlands, 
United Kingdom, and Germany. 

Other private investment income 

Other private investment income re­
ceipts consist of interest received by 
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U.S. banks and other residents on loans, 
deposits, and other claims on foreigners; 
interest received on U.S. holdings of 
foreign debt securities; and dividends 
rex^eived by U.S. residents on holdings 
of foreign equity securities. Payments 
consist of interest paid by U.S. banks 
and other residents on liabilities to for­
eigners, interest paid on foreign hold­
ings of U.S. debt securities, and divi­
dends paid to foreigners on holdings of 
U.S. equity securities. 

Receipts.—Receipts of other private 
investment income were $36.5 billion in 
1980, compared with $2.7 billion in 
1970; the average annual rate of in­
crease was 32 percent (chart 5). Re­
ceipts increased at almost twice the rate 
of direct investment income receipts; 
they accounted for almost 50 percent of 
total investment income receipts in 
1980, compared with 20 percent in 1970. 

Interest receipts of banks accounted 
for 74 percent of other private invest­
ment income receipts in 1980, compared 
with 35 percent in 1970. Receipts were 
affected mostly by large increases in 
U.S, interest rates and bank lending in 
1973-74 and 1978-80 and, at times, an­
ticipated changes in the dollar ex­
change rate. In addition, U.S. banks' 
use of off-shore branches to channel 
funds abroad-—particularly in Eurodol­
lar markets—contributed signiflcantly 
to receipts. During periods of domestic 
monetary restraint, offshore branches in 
the United Kingdom and the Caribbean 
area proAdded funds to U.S. banks for 
lending in Eurodollar and other 
markets. 

Bank receipts were relatively stable 
in 1970-72, then doubled in 1973 and 
again in 1974. In 1973, U.S.-foreign 
interest rate differentials encouraged 
U.S. banks to lend abroad, and an an­
ticipated decline in the dollar exchange 
rate (which actually occurred during 
the first 9 months) encouraged some 
foreign residents to borrow dollars in 
the expectation of repaying tho.se loans 
later at a depreciated rate of exchange. 

In 1974, receipts rose as interest rate 
differentials and weak U.S. credit 
demand continued to favor lending 
abroad (chart 6). Foreign loan demand 
remained relatively strong through the 
end of the year, partly to finance higher 

CHART 6 

Selected Interest Rates and Differentials 

Percent 

1970 72 
1. Increases lavor borrowing in ttie United Stales. 
2. Increases favor lending abroad by U.S. banks. 

Dala: Federal Reserve Board 

U.S. Depanment of Commerce. Bureau ol Economic Analysis 

priced petroleum imports. Also, the Vol­
untary Credit Restraint Program, 
which had limited foreign lending, was 
terminated in early 1974. A near-
doubling of receipts in 1976-78 reflected 
renewed worldwide economic expan­
sion, a rise in interest rates, and in 1978 
some borrowing related to exchange 
market speculation. 

Although bank lending slowed de­
cline 20 percent in 1979—partly due 
to the absence of borrowing related to 
exchange rates—income increased 80 
percent as U.S. interest rates soared. 
Higher interest rates, together with a 

large increase in Eurodollar lending, 
contributed to another large in­
crease—50 percent—in receipts in •! 
1980. Also, some foreign borrowers 
may have shifted to borrowing 
from U.S. banks as a temporaiy alter- . 
native to issuing long-term debt secu­
rities at record-high interest rates. Re­
ceipts were also boosted by purchases of * 
high-yield foreign certificates of deposit 
by banks for U.S. clients, mainly money 
market mutual funds, * " 

Other private investment income re­
ceipts consist also of dividends on for­
eign stocks and interest on foreign-
bonds and nonbank claims. Combined, 
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they accounted for about 26 percent of 
other income in 1980, compared with 65 
percent in 1970; the average annual 
rate of increase was 18 percent. 

Dividends, which were almost $0.4 
billion in 1980, mostlj' from Canada and 
the United Kingdom, almost doubled 
over the decade. 

Interest on long-term debt securities 
was $4.3 billion in 1980, compared with 
$0.9 billion in 1970. Receipts were 
mainly from Canadian bonds, which 
comprised 50-60 percent of U.S. hold­
ings. Increases in receipts from hold­
ings of bonds of other countries were 
limited until 1974, partly because the 
Interest Equalization Tax was imposed 
on income received from new security 
issues of all developed countries except 
Canada. After removal of this tax in 
1974, purchases of bonds of—and re­
ceipts from—other countries increased 
at about the same pace as those in 
Canada. 

Interest receipts on nonbank claims 
were $4.8 billion in 1980, compared with 
$0.6 billion in 1970. These receipts, 
which were related to the volume of 
commercial transactions, included in­
terest on credit extended by U.S, com­
panies to foreign customers and on 
U.S.-held foreign deposits. 

Payments.—Payments of other pri­
vate investment income were $21.3 bil­
lion in 1980, compared with $3.6 billion 
in 1970; they increased at an average 
annual rate of 25 percent (chart 7) . 
Interest payments by LLS. banks were 
61 percent of total payments in 1980 
and were influenced by many of the 
same factors that affected receipts—ex­
pansion in foreign loan demand, surges 
in the levels of, and differentials be­
tween, U.S. and foreign interest rates, 
and the sharp increases in petroleum 
prices in 1973-74 and 1979-80. A sig­
nificant part of the increases in 1973-74 
and 1978-80 was accounted for by pay­
ments to foreign branches of U.S. 
banks. Because branches were subject to 
less stringent regulations and reserve 
requirements, they had more flexibility 

_ than U.S. parents in borrowing and 
lending abroad in periods of strong 
credit demand, and thus were utilized 

. to finance loans in the United States 
and abroad. 

CHART 7 

U.S. Investment Income Payments 
and Foreign Assets in the United 
States, Excluding Direct Investment 
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Several other factors also affected 
payments. Par t of the decline in 1971 
reflected a drop in deposits by private 
foreign residents who feared a devalua­
tion of the dollar. (The payments were 
shifted to the U.S. Government, as for­
eign official agencies purchased U.S. 
Government securities with dollars ac­
quired via exchange market interven­
tion.) In 1973-74 part of the increase 
in payments reflected an increase in for­
eigners' deposits due to uncertainties 
created by the Arab-Israeli War. In 
1978-80, the increase partly reflected 
the shift to large U.S. merchandise 
trade deficits. 

Dividend payments were $1.8 billion 
in 1980, three times their 1970 level. 
Foreign residents were net purchasers 
of U.S. stocks each year during the dec­
ade. The largest purchases were in 1975 
and in 1980, and were mainly by the 
United Kingdom and some Middle East 
countries. Purchases by Switzerland 
were also significant in 1975, Large pur­

chases in 1980 partly reflected the rise 
in the U.S. stock market and, in the case 
of purchases by the United Kingdom, 
the removal of British exchange restric­
tions on foreign portfolio investments. 

Interest payments on U.S. corporate 
and other private bonds, including Eu­
robonds, were $1.3 billion in 1980, about 
four times their 1970 level. Most of the 
increase occurred in 1971-74 and 1977-
80, when the U.S. economy was expand­
ing and interest rates were rising in the 
United States and abroad. In the earlier 
period, when there were restraints on 
direct investment outflows from the 
United States, proceeds from Euro­
bonds were used by U.S. companies 
largely to finance direct investments. In 
the later period, proceeds were used for 
more general purposes, including the 
financing of domestic (U.S.) activities. 

Payments on nonbank liabilities 
were $2.1 billion in 1980, compared with 
$0.4 billion in 1970; they included pay­
ments on credit extended by foreign 
companies to U.S. companies and on 
deposits in the United States. 

Government investment income 

Receipts.—Government investment 
income receipts were $2.6 billion in 
1980, compared with $0.9 billion in 
1970; the average annual rate of in­
crease was 11 percent. Receipts largely 
consisted of interest received on U.S. 
Government loans to developing coun­
tries under foreign assistance programs. 
In 1970, these loans carried substantial­
ly lower average interest rates than 
commercial loans, but, by the end of the 
decade, rates on loans to finance pur­
chases of military equipment and serv­
ices, some agricultural loans, and many 
loans of the Export-Import Bank had 
approached market rates. In 1978-80, 
receipts also included significant earn­
ings on U.S. Government holdings of 
foreign currencies. 

Payments.—Government investment 
income payments were $12.5 billion in 
1980, compared with $1.0 billion in 
1970; the average annual rate of in­
crease was 32 percent. Payments mostly 
reflected fluctuations in foreign mon­
etary authorities' holdings of U.S. Gov­
ernment securities; these holdings were 
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affected by exchange market interven­
tion activities by these authorities and 
by their investment decisions, particu­
larly by OPEC members after the sharp 
increase in petroleum prices led to large 
accumulations of their investible funds. 

By area, payments to Western 
Europe—mainly Germany and, to a 
lesser extent, the United Kingdom, 

France, and Switzerland—accounted 
for about 50 to 60 percent of total Gov­
ernment payments in 1970-80. Pay­
ments to Japan increased rapidly and 
accounted for about 15 percent in 1980, 
compared with 8 percent in 1970. Pay­
ments to all these countries largely re­
flected their accumulation of dollars as 
a result of intervention purchases to 

limit the appreciation of their curren­
cies against the dollar. Payments to de­
veloping countries in Asia and Africa 
Avere 22 percent of all Government pay­
ments in 1980, compared with 7 percent; 
they were largely to OPEC members. 
The share of total payments to other 
countries and international organiza­
tions declined. 

(Continued from page 28) 

nuity period for the purpose of comput­
ing the interest element of the annuity, 
and the amount determined by such pro­
ration is nontaxable. However, the 
amount of an annuity installment that 
exceeds this prorated portion is the in­
terest element that is taxable and in­
cluded in AGI of IRS. 

Interest income received by minors 
from savings accounts and from U.S. 
savings bonds in their name is included 
in BEA-derived AGI. A minor, like an 
adult, is taxable for his wages and for 
the income received from nonwage 
sources. However, Avhen the total income 
of a minor is less than the minimum re­

quiring a tax return, it is likely that 
such income is not reported to the IRS, 
especially when taxes are not withheld 
from the wage sources. Also, if a minor 
is under 19 or a student and qualifies as 
a dependent of his parents, a tax return 
is required only when unearned income 
exceeds $1,000. (Interest received by a 
minor is most likely to be reported when 
he received wages subject to withhold­
ing and files a tax return to secure a 
refund.) Interest received by minors 
could be substantial and it is probably 
the nonwage income source from whicli 
minors not required to file most often 
derive income. 

When U,S, savings bonds are pur­
chased in a minor's name by tlie parent, 
the availability of the option of report­
ing the interest earnings on the accrual 
accounting method makes it unlikely 
that the interest earned will be reported 
to the IRS unless the minor's total 
amount of taxable interest accruing each 
year exceeds the minimum requiring a 
tax i-eturn. 

Interest earned on individual retire­
ment accounts (IRA's) is included in 
BEA-derived AGI, but not included as 
interest in AGI of IRS. Instead, such 
earnings are reported as pensions and 
annuities in the year the funds are with­
drawn. 


